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ABSTRACT 
 
Joint ventures can take many forms and can be formed for different reasons, from sharing 
resources to creating future business opportunities. At the same time, there is increasing 
interest and discussion of alternative procurement methods, moving away from traditional 
procurement systems to relational approaches. Business systems and strategies need to be 
redefined and move from a short-term project to project culture to a more strategic, long-term 
perspective. Joint ventures of construction organisations, global and local, have become 
increasingly popular to deliver large-scale infrastructure construction projects. However, 
successful strategic collaborations require project organisations to formulate a fit between 
contractual and operational arrangements for each situation. 
 
This study reviews the movement from traditional procurement methods towards relational 
contracting approaches in Queensland, Australia. The study examines the organisational 
factors that facilitates sustainable relationship between project organisations and hence, lead 
to long-term business success. This paper reports on initial findings captured from a survey 
undertaken with construction contracting organisations in Australia, focusing on the supply 
chain relationships. Contractors’ perceptions of the relationship management process and the 
engagement of the supply chain are also presented. 
 
 
Keywords: Australia, commitment, organisational structuring, procurement methods, 
relational contracting. 
 
 
1. INTRODUCTION 
 
Many studies carried out in relation to construction procurement methods have revealed 
evidence that there needs to be a change of culture and attitude in the construction industry, 
moving away from traditional adversarial relationships to cooperative and collaborative 
relationships (Black et al., 2000, Khalfan and McDermott, 2006). Since Egan’s report (1998) 
and Latham’s report (1994), there is increasing concern and discussion on improving the 
industry by alternative procurement methods, involving a movement away from traditional 
procurement systems (Griffith and Jorss, 2005). The need to change to improve the industry 
by using better procurement systems is evident. 
 
In the wake of the industry reports, alternative procurement methods based on relational 
concepts such as joint ventures, partnering, relationship management, early contractor 
involvement and alliances are increasingly applied in construction projects in recent years. 
These reports highlight relational approaches as one of many options to improve the 
construction industry. In fact, relational approaches are business strategies whereby client, 
commercial participant and stakeholder objectives are aligned.  
 
Relational contracting is an approach that provides a collaborative environment and a 
framework for all participants to adapt their behaviour to project objectives and allows for 
engagement of those subcontractors and suppliers ‘down the supply chain’. Benefits of 
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relational contracting such as better quality, safety performance, innovations, time and cost 
reductions, particularly in the client and contractor groups, are well documented (see for 
example, Cheung, 2006b, Matthews, 1999, Kumaraswamy and Matthews, 2000, Peters et al., 
2001).  
 
Relational contracting approaches, whether they are alliances, partnering, joint ventures, 
relationship management or early contractor involvement, all have a common aim; which is to 
recognise and to strive mutual benefits and win-win scenarios between project parties in a 
long-term basis (Rowlinson and Cheung, 2003). In such, relational contracting has strong 
emphasises on cooperative relationships, proactive problem solving and open and honest 
communication between project parties; in other words, more collaborative working 
arrangements and sustainable practices. It is clear that relational contracting is predicted on a 
broader view of procurement approach, it implicitly incorporates supply chain engagement, 
essential if the performance indicators of best value, community benefit and innovation are to 
be achieved (Rowlinson and Cheung, 2008). 
 
As valuable as relational contracting might seem, relational approaches are not so easy to 
implement successfully. One of the challenges to implement a relational contracting approach 
in the supply chain is high transaction costs to develop the supply chain without 
compromising competition and free trade (Hughes et al., 2006). Also, the relational 
contracting approach, such as partnering, has been criticised as benefiting the clients’ side 
only (Green, 1999). Yet, successful strategic collaborations require project organisations to 
formulate a fit between contractual and operational arrangements for each situation. 
 
This paper therefore sets out to report on the relationship management process and the 
engagement of the supply chain, based on a cross section of views from Australian 
construction contractors. The specific objectives of this paper are (1) to examine the 
organisational factors to successful relationship management, such as joint venture and (2) to 
identify critical factors that contribute towards effective relationships. 
 
 
2. RESEARCH METHOD 
 
A number of recent studies address the need for better management of construction supply 
chains and more engagement with the supply chains to achieve sustainable construction (for 
examples, Cheung, 2006b, Kumaraswamy et al., 2005, Winch, 2000). A recent study by 
Cheung (2006b) reports that successful relational contracting implementation requires 
continuous commitment from project participants from client, contractor and supply chain 
organisations. The study also suggests the degree of match and mismatch between 
organisation culture and structure has an impact on project staff commitment levels. Findings 
also point out that mismatches exist between actual and perceived organisational culture and 
structure in the public sector organisations.  
 
The link between organisational factors and performance is apparent (Liu and Fellows, 2001, 
Rowlinson, 2001, Van de Ven and Ferry, 1980). A number of characteristics on the impact of 
culture and organisation on project performance for the development of sustainable practices 
have been identified in recent studies (Cheung, 2006b, Rowlinson, 2001, Winch, 2000). This 
research takes Cheung’s work in 2006 as a starting point and develops it further into a study 
of implementation of relational contracting in the supply chain. 
 
Questionnaire, interviews and case studies were conducted in this research in order to 
validate the results. Both qualitative and quantitative approaches have different strength and 
logics, and are best used to address different questions and purposes (Maxwell, 1996). The 
qualitative approach derives primarily from its inductive approach and its emphasis on words 
rather than numbers. It focuses on specific situations or people. By involving inductive, 
theory-generating, subjective and non-positivist processes (Lee, 1999), the qualitative 
approach seeks to gain insights and to understand people’s perceptions of ‘the world’, as 
individuals and as groups (Fellows and Liu, 2008). Qualitative methods allow selected issues 
to be studied in depth and detail. Approaching fieldwork without being constrained by 
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predetermined categories of analysis contributes to the depth, openness and detail of 
qualitative inquiry (Patton, 1990). On the other hand, the quantitative approach tends to relate 
to positivism and to gather factual data, then studying the relationships between facts and 
how such facts and relationships accord with theories and any previous research findings 
(Fellows and Liu, 2008). Hence, the research methodology adopted for investigating relational 
contracting in the supply chain is a triangulated approach. 
 
 
3. RESULTS 
 
This paper reports the initial findings captured from a survey undertaken with construction 
contracting professionals, focusing on the supply chain relationships and a series of 
interviews within Queensland, Australia. The survey stemmed from an initial, extensive 
grounded study which identified key variables in relational contracting and supply chain 
engagement, namely: organisational culture and structure; organisational commitment; 
organisation performance effectiveness; individual value and motivation context. A seven-
point Likert scale was employed in the questionnaire survey. 
 
Face-to-face questionnaire survey was carried out with construction contracting professionals 
in Queensland, Australia. One hundred questionnaires were returned and an interview was 
conducted whist collecting each questionnaire. Participants then nominated individuals whom 
they had work relationship with. 486 sub-questionnaires were sent out to the nominees and 
116 completed questionnaires were returned.  
 
 
3.1 ORGANISATONAL COMMITMENT 
 
This study used Allen and Meyer’s (1996) instrument to assess organisational commitment in 
projects. The professionals were questioned on the concept of organisational commitment in 
three dimensions, namely: affective, continuous and normative. The degrees of affective 
commitment (emotional attachment to the project organisation) and normative commitment 
(acceptance of project organisation’s values) were found to be stronger than the degree of 
continuance commitment (the cost of leaving the project outweighs the cost of staying). 
Sharing values and being committed to project and organization goals and objectives is 
crucial in client, contractor and supply chain integrations for relational contracting approaches 
to succeed (Cheung and Rowlinson, 2007). However, findings indicate that there are no 
significant differences between different procurement methods such as Design and Construct 
(D&C), relationship management and alliance. Also, as it is seen in Figure 1 below, Road 
Construction Contract (RCC) projects have higher degree of affective commitment than RCC 
projects with relationship management. In subsequent interviews, some professionals who 
worked in RCC projects pointed out relationship management was practised in the project 
process. For example, project participants’ working relationships were reviewed and openly 
discussed in monthly meetings. A tentative conclusion may be drawn: benefits of relationship 
management such as high levels of commitment is not characterised by the structure of the 
organisation, but rather organisation structuring will change the way things operate.  
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Figure 1.  Affective, continuous and normative commitments between different procurement 
methods. 
 
 
3.2 ORGANISATIONAL CULTURE AND STRUCTURE 
 
Van de Ven and Ferry’s (1980) organisational assessment was used to explore the type of 
structure prevalent in the construction project organisations and to assess the organisation 
performance in relation to how it is organised and to the environments in which it operates. 
The same group of professionals (here-in-after Principal Contractor) was again questioned, 
together with a follow-up survey sent to another group of professionals (here-in-after Project 
Stakeholder Groups), who had work relationship with the respondent(s) in the project, as 
identified in the main questionnaire survey. 
 
 
ORGANISATION AWARENESS 
 
Principal Contractor has had long working relationships with Project Stakeholder Groups in 
general. Yet, the degree of relationship awareness was rated higher by Project Stakeholder 
Groups than Principal Contractor. The differences might suggest Principal Contractor has not 
fully understood the other parties’ goals; or perhaps Principal Contractor found the other 
parties do not truly understand Principal Contractor’s goals and objectives. This is confirmed 
in survey findings that Principal Contractor is not very familiar with Project Stakeholder 
Groups’ organisation goals and services. Hence, Principal Contractor should look into its 
stakeholder management for better understanding of each party’s business and directions.  
 
On the other hand, findings show Principal Contractor has had over 15 years of relationships 
with the client group, implying there is a mutual understand of the organisation policies and 
direction in general. Furthermore, findings show little to no differences in the degree of 
relationship awareness between Principal Contractor and the client group; suggesting 
Principal Contractor and the client group both believe the other party is quite familiar with 
each other’s services and goals. Relational contracting is about opening up communication 
and working towards aligned goals. There will not be common goals and objectives if project 
participants do not openly communicate and discuss each party’s objectives for mutual 
agreement.  
 
 
CONSENSUS 
 
Consensus is defined as the degree of agreement between Principal Contractor and Project 
Stakeholder Groups in a working relationship on their operating goals (ends), specific way 
they do their work (means) and the terms of their relationship. Findings suggest the level of 
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consensus between Principal Contractor and Project Stakeholder Groups is somewhat 
middling. Moreover, over 10% of Principal Contractor indicated they do not know if the other 
parties agree on their goal priority, the ways of work is provide and terms of relationship. This 
raises an issue which needs further investigation – if either party is unclear whether they 
agree on the goal priorities or not, how can project parties work towards the underlying goal of 
‘best for project’? Also, if project parties do not know the level of agreement or disagreement 
among the parties on their specific ways they do their work, how can work be carried out 
more efficiently and effectively? Last but not least, if project parties do not know the level of 
agreement or disagreement among the parties in the terms of their relationships, how can 
issues such as relationship equality and project commitment, be addressed? This is a crucial 
issue which requires immediate attention. 
 
 
CONFLICT RESOLUTIONS 
 
When disagreements arise, the most frequently used resolution method is an open exchange 
of information about the problem and a working through of differences to reach a mutually 
agreeable solution. The Australian culture suits relational contracting very well, where open 
exchange of information is preferred by project participants (Cheung, 2006b). This is again 
confirmed in follow-up interviews with professionals that decisions are encouraged to be 
made at the lowest level within the project team and escalated to higher level only if the 
project team cannot arrive at a decision. Professionals also point out the majorities of 
disagreements are design and quality issues. An interviewee mentioned “[designer] put too 
much constrains on the construction side… [the project] has a lot of constructability issues 
that [designer] doesn’t realise… you can save money or cost a lot of money…” This example 
reinforces the importance of open communication, understanding other party’s constrains and 
supply chain integration through skills sharing for any relational contracting approaches to be 
successful. Various interviewees point out alliance and Early Contractor Involvement (ECI) 
projects allow construction contracting professionals to involve in the project outset, and in 
most cases, saving is also made by raising issues at the first instance. Also, there is reduction 
of risk and sharing of information through the value chain – from working with designers and 
clients to involve major subcontractors or suppliers in some. 
 
 
COMMUNICATION 
 
Most communication between Principal Contractor and Project Stakeholder Groups is carried 
out many times a day. The most frequently used communication method by the professionals 
is telephone calls, followed by personal face-to-face conversations. Yet, survey finding shows 
that about 50% of written communication is carried out daily. Today, written communication 
does not limit to written reports or letters but also emails. This is confirmed in interviews with 
professionals, that large amount of information exchange is conducted by phone and 
confirmed by email. Findings also show there is good quality of communication, suggesting 
both Principal Contractor and Project Stakeholder Groups think there is little to no difficulty 
getting in touch and getting ideas across to the other party. Although there is a high frequency 
of contact between Principal Contractor and Project Stakeholder Groups, the amount of time 
they spend communicating with each other is relatively low. Moreover, survey findings show 
that the higher the communication quality and the fewer hours spent on communication, the 
higher the level of consensus; suggesting higher level of agreement can be achieved by 
reducing the quantity of communication (such as phone calls) and maintaining quality 
information flow. After all, time is precious, particularly in the construction industry where 
projects involve large amounts of complex activities and all levels in the value chain are 
interrelated.  
 
 
PERCEIVED RELATIONSHIP EFFECTIVENESS 
 
Perceived relationship effectiveness is defined as the extent to which the parties involved 
subjectively (1) believe that each party carries out its commitment and (2) feel their 
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relationship is equitable, worthwhile, productive and satisfying. Thus, perceived effectiveness 
focuses on the subjective attitude of each organisation’s boundary spanners. 
 
Commitments carried out by Principal Contractor and Project Stakeholder Groups are 
medium-high in general. Findings also show that the relationship between both parties is 
considerably productive. Also, both parties indicate the time and effort spent in developing 
and maintaining the relationship is worthwhile in most cases. Findings show both Principal 
Contractor and Project Stakeholder Groups indicate medium-high level of perceived 
relationship effectiveness. Relationship quality improvement can be motivated through 
information sharing between project parties. Organisational behaviour is largely affected on 
the perceived benefits and influential power; positive behaviour can lead to stronger 
collaborations and future business opportunities, hence, sustainability.  
 
Positive correlation is also found between perceived relationship effectiveness and personal 
acquaintance, implying the better both parties know each other on a personal basis, the more 
effective relationship is perceived. Yet, Principal Contractor indicates only medium to low 
degree of personal acquaintance with Project Stakeholder Groups. Cheung (2006a) also 
points out personal relationships are very important for successful relational contracting, 
where more cooperative behaviour, positive problem solving and information sharing were 
observed. Positive correlation is found between perceived relationship effectiveness and 
resource dependence which also echoes the said observation. 
 
 
4. CONCLUSIONS 
 
Procurement methods such as RCC with relationship management does not necessary have 
strong inter-organisational commitment than RCC without relationship management. 
Relational contracting approaches should not be characterised as the route for success and 
effective relationships. Successful strategic collaborations require project organisations to 
formulate a fit between contractual and operational arrangements for each situation; whether 
it is an alliance project or a hard-dollar project with relationship management, there are no 
exceptions.  
 
The difference in organisation awareness between project parties suggests construction 
contracting organisations are not very familiar with project stakeholder’s organisation goals 
and services. The level of consensus between project parties is found middling. Moreover, 
over 10% of construction contracting professionals does not know if the other parties agree 
on their goal priority, ways of work and terms of relationship. Professionals are not afraid to 
express their ideas or disagreements. Direct confrontation between individuals is accepted 
and open discussion of matters is preferred. This has an implication for decision-making 
styles and problem-solving techniques – decisions are encouraged to be made at the lowest 
level.  Also, findings suggest that the level of perceived relationship effectiveness would 
increase with the degree of personal acquaintance. 
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